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INTRODUCTION



CITY-COUNTY COUNCIL STAFF MCJC FINANCIAL ANALYSIS
-INTRODUCTION -

Scope of Analysis- The Indianapolis Marion County City-County Council has asked its staff,

with assistance from independent financial consultants Umbaugh & Associates (collectively “Council

Staff”), to assess the financial arguments that have been made in favor of approving a proposed Public

Private Agreement (PPA) for a new Marion County Justice Center. The favorable financial analyses and

arguments were provided to the Council Staff by consultants contracted with the City of Indianapolis

through the Mayor’s Office. They include KPMG, HOK, and the law firms of Nossaman, LLP and

Bingham Greenebaum Doll, LLP (“City Consultants”). Council Staff has worked closely with these

consultants and greatly appreciate their candor and cooperation. Their work has been and will likely

continue to be valuable toward resolving numerous future criminal justice facilities issues, regardless of

the outcome of the current proposal.

Council Staff recognizes the facilities-based criminal justice needs expressed by the Marion

County Sheriff’s Department, the Marion County Superior Court, and Marion County Community

Corrections Agency. Council staff accepts these needs as legitimate and likely necessary to achieve

current and future operational and budgetary efficiencies. However, Council Staff does not further

address the substantive and operational needs in this analysis. Evaluating these agency needs can be

addressed independently in consultation with Council Staff and the respective agencies. Council staff also

cautions that the desirable “ends” that these agencies and other interested parties seek should not be used

to justify any potentially overvalued or superfluously costly “means” for achieving them.

The proposed PPA and preferred bid have many innovative and otherwise favorable proposed

solutions to numerous troublesome problems with our current criminal justice facilities. Council Staff’s

financial analysis, however, also does not express any opinions with respect to the many favorable

substantive attributes of the proposed project. We assume all substantive attributes will be exhaustively

covered by the Mayor’s Office, City Consultants, and the preferred vendor. This analysis, by contrast, is

limited to an examination of the proffered financial and budgetary arguments that favor the proposed PPA

and bid. Evaluating the various other substantive elements of the PPA and bid can be addressed

independently in consultation with Council Staff, the respective agencies, City consultants, and the

preferred vendor.

A Necessarily Conservative Approach- Council Staff must admit at the outset that its approach

to this financial analysis has been conservative and sober, because this is no time to risk stretching

City/County budget obligations too far. As with any professional financial analysis that attempts to

project future costs and revenues, assumptions are made about future events and transactions. Some or all

of the assumptions may not occur as expected and the resulting differences could be material. Given the

City/County’s very recent history of having to fund large structural budget deficits with a patchwork of

fund balances, reserves, and one-time windfalls, there is no margin for error for failed assumptions that

would adversely affect current budget obligations. This is especially important given the many pressing

public safety and other municipal priorities that have gone unfunded and, unfortunately, will likely

continue to go unfunded.



Moreover, the large magnitude of committed capital and operational spending, the exceedingly

long-term 35 year commitment to this singular agreement and vendor, and the comparatively limited

review period and access to information that Council staff has been provided also necessitate such a

restrained approach, regardless of the City/County’s recent budget insecurity.
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CITY-COUNTY COUNCIL MCJC FINANCIAL ANALYSIS
-EXECUTIVE SUMMARY-

Council Staff’s MCJC financial analysis is essentially comprised of two reports: (1) Affordability

and Transition Funding Analysis; and (2) Value for Money Assessment. The analysis then highlights

some additional funding concerns needing clarification during the review approval process, as well as

some resulting conclusions.

These two reports respectively address two of the foundational fiscal arguments provided by the

City and City Consultants in favor of approving the project, namely

(1) Marion County is able to fund the project without additional tax revenue and without affecting

the budgets of other city and county agencies; and

(2) The proposed Public Private Partnership procurement method under I.C. 5-23-1-1 et seq. is the

optimal cost effective procurement method available to the City over the life of the new facility.

Council Staff’s analysis reveals that neither of these two favorable arguments are likely correct to the

extent argued by the City and its consultants.

The following is a summary of Council Staff’s findings:

Affordability and Transition Funding Analysis.

Council Staff reviewed the numerous and often changing cumulative lists of “savings” that would

be anticipated as funding the “Availability Payment” due annually to WMB under the PPA. Council Staff

met with agencies independently from the City’s consultants. Council Staff favorably evaluated elements

of savings that (1) were guaranteed or otherwise certain to exist, (2) were supported by underlying

documentation or written commitments, and (3) directly resulted from the transition to the proposed new

facility and were not likely to occur otherwise. Council’s overarching goal was to determine if 110%

coverage of the availability payment was possible. Staff found as follows:

 There exists a potential cumulative shortfall of $37.73 Million from 2018 to 2026.

 The annual schedule of availability payment shortfalls is as follows:

In $Millions WMB Yearly Fee Council Staff Estimate Available Less Sheriff Attrition Shortfall

2018 $21.90 $19.65 ($3.96) ($6.21)

2019 $44.30 $39.30 ($5.14) ($10.14)

2020 $44.66 $40.09 ($1.55) ($6.12)

2021 $45.02 $40.89 ($4.13)

2022 $45.78 $41.71 ($4.07)

2023 $46.17 $43.44 ($2.73)

2024 $46.58 $45.21 ($1.37)

2025 $49.19 $47.01 ($2.18)

2026 $49.62 $48.85 ($0.77)

($37.73)Cumulative Shortfall



 Elements of savings and/or projected revenue that Council Staff has evaluated as over-estimated

total $9.20M over City Consultant estimates and include the following:

o Sheriff’s pledge to avoid layoffs means necessary staffing reductions are achieved

through natural attrition and thus spread over first 3yrs of PPA term. This deepens

shortfalls those three years (respectively $3.96M, $5.14M, and $1.55M)

o Jail rent savings ($0.8M)

o Jail Ezkenazi hospital emergency room charges ($3.50M)

o Jail increased revenue from holding additional federal prisoners ($2.5M)

o Court rent savings ($0.7M)

o Community Corrections increased revenue from INDOC ($0.2M)

o Proceeds from sale of old facilities ($3.3M)

o Offsetting backfill into City-County Building ($1.4M)

 Based on Council Staff’s cautious evaluations, it is not possible to achieve 100% (much less

110%) coverage of the availability payments to WMB without risking cuts to budget obligations

unrelated to the project and/or needing an increase in new tax revenue.

Value for Money Assessment-

Project delivery methods- There are three public works or infrastructure project delivery methods

that should have been considered by the City when initially evaluating how best to approach procuring a

potential Marion County Justice Center project such as the one at issue:

1. “D-B-B”: Design-Bid-Build or “traditional” construction delivery method used by state and local

entities in Indiana.

2. “D-B”: Design-Build construction delivery method that allows state and local governments to

procure public works projects through competitive bidding between combined teams of designers

and construction contractors for a guaranteed construction price. IC 5-30.

3. “D-B-F-O-M”: Design-Build-Finance-Operate-Maintain is a comprehensive project delivery

method, such as the method proposed by the preferred vendor for the Marion County Justice

Center at issue. It provides for one guaranteed annual “availability payment” cost for the entire

financing, construction, operation and maintenance of a project throughout the lifecycle of the

agreement.

Public Private Partnerships- Indiana and Indianapolis have a long, but mixed history with

various forms of Public Private Partnership agreements. The common issues that have arisen in

unsuccessful partnerships are with the PPAs themselves, or more specifically, the ability and willingness

of the City/County to fully enforce the agreements.

That said, D-B-F-O-M agreements are very rare in the United States for constructing public

buildings or “vertical infrastructure.” The U.S., as opposed to much of the rest of the world, uniquely

subsidizes municipal bonds by making them tax-exempt. So there is far less of a market or tradition in the

U.S. for using other financing methods like D-B-F-O-M by comparison. In fact, only one other “vertical

infrastructure” project in the U.S. has been built using the D-B-F-O-M model, namely the Long Beach

County (California) Courthouse.



Incidentally, the City of Houston justice facility was at a similar point in the D-B-F-O-M

procurement process as Indianapolis is now, but very recently scrapped that exclusively D-B-F-O-M

process. It has restarted the process to permit alternative delivery and financing methods (such as D-B

with public financing). A very similar set of circumstances also occurred three years ago in which the P3

procurement process for the Travis County (Austin), Texas justice facility was similarly scrapped in favor

of a more flexible process that allowed for other delivery methods.

Value for Money Assessments (“VfM”)- The purpose of a VfM assessment is to theoretically

compare the total payments in a P3 project to what it would cost the local government to procure the same

deliverables through a different model, or models for delivery. A transparent and well-vetted VfM can

help the public entity clearly understand the comparative costs and risks of a P3 project. But the literature

reflects that VfM’s are complex and often use assumptions that are unsubstantiated and favor the P3

alternative.

Furthermore, the VfM process and analysis can appear to be influenced by politics when the

consultants retained by the public entity to prepare the initial VfM evaluation have contingency or

“success” payments riding on the ultimate success of the P3 project.

The most comprehensive audit or analysis of VfMs was performed by the Ontario Auditor

General in 2014. It noted the following characteristics of VfM assessments it examined:

1. The lack of empirical data to support key assumptions and instead reliance on the subjective

professional judgment and experience of external advisors.

2. The inclusion of inappropriate risks and assumption-of-risk costs that were to be transferred to the

private vendor, but in fact did not exist or otherwise were not transferred.

3. The use of high estimates of alternative long-term financing, maintenance and life-cycle costs in

comparison with P3 alternatives.

Significant literature exists that outlines the risks and potential for abuses that often come with the use of

VfM assessments along these same lines.

The City hired consultant KPMG in 2013 to perform a VfM assessment which Council Staff has

reviewed. Council Staff has identified numerous points of disagreement with KPMG’s VfM assessment-

all of which significantly favored the proposed D-B-F-O-M (P3) project delivery method over other

available delivery methods:

 KPMG’s VfM used an arbitrary and unsubstantiated discount rate of 5% in calculating the net

present value of the City’s costs under the proposed agreement with WMB. This artificially

deflated the present value of the proposed overall WMB project cost by over $191M compared to

using a more appropriate and recognized discount rate.

 KPMG’s VfM arbitrarily ignored the entire Design-Build project delivery method available to the

City under I.C. 5-30. Similar to a D-B-F-O-M delivery method, the Design-Build method would

allow the City to finance a guaranteed construction price and transfer much of its design and

construction risks to the winning Design-Build team.

 KPMG’s VfM used unsubstantiated and yet highly-unfavorable assumptions to estimate the

City’s alternative public, tax-exempt financing capabilities, including using an unjustifiably

expensive 30 year A- rated bond plus 75 basis points. This bond rating was arbitrarily low and



unsupported by the City’s existing AAA credit rating. Indianapolis maintains a AAA credit

rating with two rating agencies and a AA rating with the third. Rather, far more supportable

estimate would assume the City could reasonably issue a Bond through the Building Authority

backed by a COIT pledge from the City with a AA municipal bond plus 50 basis points. This

would significantly reduce the net-debt service payments and overall costs for the city to finance

the project itself. There would be no need for a referendum, and the Building Authority is not

subject to debt limitations.

 KPMG’s VfM estimated the City’s operation costs for the proposed facility at $10.25 per square

foot of space. A standard industry survey put the average operating cost per square ft. in

Indianapolis at $7.95 in 2013, or conservatively adjusted to $9.10 in 2015. Importantly, Building

Authority (which currently operates both Jail and City-County Building) independently quoted

the cost per square foot as $6.25 to operate the proposed justice center in 2019. Including

funding of life cycle costs, the Director of the Building Authority estimated costs to be $8.08 in

2019. Given the vast experience of the Building Authority, we believe this is the appropriate

figure to estimate the present value of operating and maintenance costs.

 KPMG’s VfM includes an unnecessary “operating risk adjustment” cost to the City for

alternatively operating the facility itself. This calculation, however, assumes an unreasonable and

unsubstantiated 80% likelihood of an operating outage and assumes that the City is incapable of

negotiating a separate operating agreement sufficient to avoid this risk.

 KPMG’s VfM assessment includes a state tax adjustment amount that is wholly inappropriate,

because local governments do not receive any state corporate tax-revenue. As such, WMB paying

corporate taxes is not a value-add for the county.

Conclusions:

1. Council staff has concluded that, based on its own VfM that corrects these points of

disagreement, the proposed D-B-F-O-M project delivery method is not the most cost

effective way to finance, build, operate and maintain a new justice center facility.

2. A City-financed, Design-Build project that financed life-cycle costs and used a separate

favorable operating and maintenance agreement would likely cost the City $516M

($189.5M in NPV) less than the proposed PPA with MWB.
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States and Local Government Sectors

Certain US P3 Obligations Will Be
Treated as Government Debt
US state and local governments enter into contractual public-private partnership (“P3”)
project agreements whereby they agree to make availability payments to a private
developer when a specific project becomes available for use to the public according to
certain standards. Depending on the agreement, we may view these obligations as debt-
like and include them in our analysis of a state or local government’s total debt burden.
This applies to cases where there are contractual obligations and material liability to the
government. This treatment of contractual availability payments is similar to our treatment
of other contractual obligations and leases for US state and local governments, particularly
abatement leases where payments are not made if a project is unavailable.

This debt-like treatment would not apply to demand-risk P3s where the government does
not provide contractual payments or assume contingent liability if the project fails.

» In an availability-payment P3, the state or local government commits to a
stream of payments that, on a case by case basis, may be considered debt-like
and included in our measures of government debt. Availability-payment P3 contract
obligations can be similar to debt if the government commits to make scheduled
payments, with limited “outs,” and the government agrees to make termination
payments to limit the degree of risk transfer to the private sector. In these cases, we add
to the public entity’s debt metrics an amount equal to the higher of (i) the liability as
reported on the public entity’s financial statement and (ii) the termination payment the
government would be required to make if the developer defaults.

» We may view P3 availability-payment commitments as “self-supporting” if they
meet certain performance criteria. As we do with certain types of government-issued
debt, we may view P3 availability payments as self-supporting if two conditions are
met. First, user charges earned from the project must demonstrate a track record of
self-sufficiency and be credibly projected to continue to amply cover the government’s
annual availability-payment obligations through the life of the P3 project agreement.
Second, the government entity must commit the project revenues to offset the state or
local government obligations for the life of the commitment.

» US state and local governments are increasingly turning to availability-payment
P3s to finance infrastructure projects. While the availability-payment P3 market is
more developed in some regions internationally, US state and local governments have
not embraced availability-payment P3 financings to the same extent. We expect an
increase as governments look to alternative methods to fund infrastructure needs.
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The Language of P3s

What are P3s?

In its most basic form, a P3 is a contractual partnership between a public-sector governmental entity and a private developer to
design, build, finance, operate and/or maintain an infrastructure asset for a specific period. At the end of the contractual period, the
asset reverts back to the government to operate and maintain. The government generally maintains ownership of the asset throughout
the contract term.

What are milestone payments?

During the design and construction phase, the public entity may make certain milestone payments contingent upon the private
entity’s progress towards project completion.

What are availability payments?

Once an asset is built to the specifications required by the government and the government accepts the project, the private developer
is entitled to payments from the government as long as the asset is made available to the public at the standard required by the
government. Availability payments are sized to cover operating and maintenance costs as well as debt-service costs and equity returns
as the private entity continues to operate the project.

Availability payments are not subject to swings in demand, such as traffic levels in the case of toll roads, for example, and are adjusted
only for lack of performance or availability to the public. The payments are often subject to annual appropriation by the sponsoring
government.

About this report. We focus on availability payment P3 projects from the perspective of the public sector in the US. Specifically, we
explain our approach to the valuation of availability payments arising from availability payment P3s. This report does not address
demand-risk P3s.

P3 availability-payment obligations are similar to debt
Depending on the structure, availability-payment P3s may be viewed as “debt-like” obligations if there are clear, contractual
obligations of the state or local government to make scheduled payments for a project or facility made available to the sponsoring
government for use. Under those conditions, we will include the liability in the government’s direct debt.

The liability included in a government's debt metrics will be the higher of (i) the liability as reported on the government’s financial
statement and (ii) the size of the government's termination payment under a project company default scenario, which is often set in
the P3 project agreement at a level at or near 80% of the outstanding debt.

The government may not report a liability during construction since accounting guidance in the US does not specify the treatment of
availability-payment P3 liabilities. If project-specific documents are not available, we will use an assumed termination payment of 80%
of the debt outstanding. This amount will be pro-rated in proportion to estimated construction progress.

Some P3 liabilities may be viewed as “self-supported” by project revenues
Availability-payment P3s are often structured with the sponsoring government's expectation that project revenues will partially or fully
offset the government’s contractually obligated availability payments. Depending on the structure and performance of the project over
time, we may view the project as “self-supporting” from the project revenues, and deduct the availability payments from some debt
measures. This approach is similar to our treatment of certain types of government-issued debt as self-supporting.

We will view an availability-payment P3 project as self-supporting based on two criteria. First, user charges earned from the project
must demonstrate a track record of self-sufficiency and must be credibly projected to continue to amply cover the government’s
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annual availability payments through the life of the obligation with a high level of confidence. Second, the state or local government
must commit the project revenues to offset its obligation for the life of the agreement. For this purpose, the project revenues must
cover all operating and maintenance payments as well as the government availability payments. A project that meets these criteria
would be included in our measure of gross debt and excluded from core measures of the government’s net debt burden.

US state and local governments are increasingly turning to availability-payment P3s to finance
infrastructure projects
Several US state and local governments have entered into availability-payment P3 agreements to finance major infrastructure projects
and more are scheduled to close deals over the next two years (see Exhibit 1). US governments have underinvested in infrastructure
for many years due to budget pressure and stagnant gas tax and other revenues, leading to aging assets. At the same time, recent
economic expansion has lead to greater use of existing infrastructure. These trends are driving the need for increased infrastructure
investment. Availability-payment P3s are one solution in the toolbox available to governments looking for new ways to finance
infrastructure. The availability-payment P3 procurement model allows governments to access private capital to pay for up-front project
costs through increased private investment, avoid the issuance of new traditional bond debt, and to transfer certain risks to the private
sector. The Obama administration’s January 16 proposal to create a new municipal bond, the Qualified Private Investment Bond, will
likely increase the number of availability-payment P3 projects, if passed.

We expect the imbalance between government revenues and spending needs to continue. To address the gap, as well as take
advantage of private-sector innovations and assumption of construction risks, US governments have $7.1 billion in availability-payment
P3s scheduled to close within the next two years. We have also seen and expect US governments to continue to use the availability-
payment P3 procurement process in other sectors beyond transportation including judicial, education, water and sewer. In addition to
the added private investment, governments look to the availability-payment P3 procurement process to accelerate project delivery and
lower project costs through a competitive bid process while also transferring some of the risks involved in construction and operations
to the private sector. US state and local governments are increasing their use of availability-payment P3s, having reached financial
close on $9.1 billion since 2009, and a comparable amount of projects are expected to reach financial close over the next two years,
according to IJGlobal.
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Exhibit 1

US State and Local Governments are Increasingly Using Availability-Payment P3s to Finance Infrastructure

Transaction Name Transaction Sector Latest Transaction Event Financial Close Date Government Offtaker
Transactions that have closed
Florida I-595 Highway
Upgrade

Road Financial Close 3/2/2009 Florida

Port of Miami Tunnel Tunnel Financial Close 10/15/2009 Florida
Denver Metro Eagle Phase I Light Rail Financial Close 8/12/2010 RTD (Denver)
Long Beach Courthouse Justice Financial Close 12/20/2010 California
Presidio Parkway Road Financial Close 6/14/2012 California
Ohio River Bridges -
East End Crossing

Bridge Financial Close 3/29/2013 Indiana

Goethals Bridge
Replacement

Bridge Financial Close 11/11/2013 Port Authority of NY&NJ

Indiana East–West Toll Road
I-69 Section V

Road Financial Close 7/23/2014 Indiana

I-4 Ultimate Project Road Financial Close 9/4/2014 Florida
Transactions that are scheduled to close within the next two years
Portsmouth Bypass (Ohio) Road Preferred Bidder Ohio
Long Beach Civic Center Social Preferred Bidder City of Long Beach
Marion County
Consolidated Criminal Justice
Complex

Justice Preferred Bidder City of Indianapolis

Pennsylvania Rapid Bridge
Replacement

Bridge Preferred Bidder Pennsylvania

Houston Justice Center Justice Shortlist City of Houston
MTA Maryland Purple Line Light Rail Shortlist Maryland
University of California
Merced Campus 2020
Redevelopment

Education Shortlist University of California

Illiana Expressway (Illinois) Road Shortlist Illinois
Illiana Expressway
(Indiana)

Road Shortlist Indiana

MTA Baltimore Red Line Light Rail Announced Maryland

Source: IJGlobal

Florida (Aa1 stable) has three large availability-payment P3s, with two opening recently and one beginning construction. The state
has committed to annual availability payments for all of the projects. In August 2014, Florida opened the Port of Miami Tunnel and
the state will make availability payments to the concessionaire to operate and maintain the facility for the next 30 years. The state's
I-595 improvement project near Ft. Lauderdale opened in March 2014 and the state has begun making availability payments, which it
expects to cover with toll revenues or other state revenues, if necessary. In September 2014, Florida closed on the I-4 project including
a 40-year concession and the state also expects to cover annual availability payments from toll revenues or other state revenues, if
necessary. The construction costs for those three projects total $4.1 billion.

Indiana (Aaa stable) has used availability-payment P3s in recent years, with projects that have reached financial close totaling $1.6
billion. Indiana financed a new bridge and tunnel, the East End Crossing, with milestone payments during construction and availability
payments over a 35-year operating period, which it expects will be recovered from toll revenues collected over the life of the project.
Indiana also used the availability-payment model to finance an expansion and rehabilitation of a section of I-69 in a transaction that
closed in July 2014.
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» US Local Government General Obligation Debt, January 2014 (162757)

» US States Rating Methodology, April 2013 (129816)
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ATTACHMENT B



 

   

INDIANAPOLIS (INDIANA) CONSOLIDATED JUSTICE FACILITY 

Draft - Assumes MMD "AA" Rating as of 11/24/14 plus 50 bps 

Sources & Uses 

 Dated 08/01/2015 |  Delivered 08/01/2015

Sources Of Funds 
Par Amount of Bonds $664,090,000.00

 
Total Sources $664,090,000.00

 
Uses Of Funds 
Costs of Issuance 13,281,800.00

Deposit to Debt Service Reserve Fund (DSRF) 36,847,850.00

Deposit to Capitalized Interest (CIF) Fund 67,457,446.88

Deposit to Project Construction Fund 546,500,000.00

Rounding Amount 2,903.12

 
Total Uses $664,090,000.00
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INDIANAPOLIS (INDIANA) CONSOLIDATED JUSTICE FACILITY 

Draft - Assumes MMD "AA" Rating as of 11/24/14 plus 50 bps 

Net Debt Service Schedule 

Date Principal Coupon Interest Total P+I CIF Net New D/S

07/01/2016 $21,200,911.88 $21,200,911.88 ($21,200,911.88)

07/01/2017 23,128,267.50 23,128,267.50 (23,128,267.50)

07/01/2018 23,128,267.50 23,128,267.50 (23,128,267.50)

07/01/2019 $13,715,000.00 1.800% 23,128,267.50 36,843,267.50 - $36,843,267.50

07/01/2020 13,965,000.00 2.100% 22,881,397.50 36,846,397.50 - 36,846,397.50

07/01/2021 14,255,000.00 2.400% 22,588,132.50 36,843,132.50 - 36,843,132.50

07/01/2022 14,600,000.00 2.600% 22,246,012.50 36,846,012.50 - 36,846,012.50

07/01/2023 14,980,000.00 2.750% 21,866,412.50 36,846,412.50 - 36,846,412.50

07/01/2024 15,390,000.00 2.900% 21,454,462.50 36,844,462.50 - 36,844,462.50

07/01/2025 15,835,000.00 3.000% 21,008,152.50 36,843,152.50 - 36,843,152.50

07/01/2026 16,310,000.00 3.100% 20,533,102.50 36,843,102.50 - 36,843,102.50

07/01/2027 16,820,000.00 3.200% 20,027,492.50 36,847,492.50 - 36,847,492.50

07/01/2028 17,355,000.00 3.250% 19,489,252.50 36,844,252.50 - 36,844,252.50

07/01/2029 17,920,000.00 3.300% 18,925,215.00 36,845,215.00 - 36,845,215.00

07/01/2030 18,510,000.00 3.350% 18,333,855.00 36,843,855.00 - 36,843,855.00

07/01/2031 19,130,000.00 3.400% 17,713,770.00 36,843,770.00 - 36,843,770.00

07/01/2032 19,780,000.00 3.450% 17,063,350.00 36,843,350.00 - 36,843,350.00

07/01/2033 20,465,000.00 3.500% 16,380,940.00 36,845,940.00 - 36,845,940.00

07/01/2034 21,180,000.00 3.550% 15,664,665.00 36,844,665.00 - 36,844,665.00

07/01/2035 21,930,000.00 3.600% 14,912,775.00 36,842,775.00 - 36,842,775.00

07/01/2036 22,720,000.00 3.650% 14,123,295.00 36,843,295.00 - 36,843,295.00

07/01/2037 23,550,000.00 3.700% 13,294,015.00 36,844,015.00 - 36,844,015.00

07/01/2038 24,425,000.00 3.700% 12,422,665.00 36,847,665.00 - 36,847,665.00

07/01/2039 25,325,000.00 3.750% 11,518,940.00 36,843,940.00 - 36,843,940.00

07/01/2040 26,275,000.00 3.750% 10,569,252.50 36,844,252.50 - 36,844,252.50

07/01/2041 27,260,000.00 3.800% 9,583,940.00 36,843,940.00 - 36,843,940.00

07/01/2042 28,295,000.00 3.800% 8,548,060.00 36,843,060.00 - 36,843,060.00

07/01/2043 29,375,000.00 3.850% 7,472,850.00 36,847,850.00 - 36,847,850.00

07/01/2044 30,505,000.00 3.850% 6,341,912.50 36,846,912.50 - 36,846,912.50

07/01/2045 31,680,000.00 3.850% 5,167,470.00 36,847,470.00 - 36,847,470.00

07/01/2046 32,895,000.00 3.850% 3,947,790.00 36,842,790.00 - 36,842,790.00

07/01/2047 34,165,000.00 3.850% 2,681,332.50 36,846,332.50 - 36,846,332.50

07/01/2048 35,480,000.00 3.850% 1,365,980.00 36,845,980.00 - 36,845,980.00

Total $664,090,000.00 $508,712,204.38 $1,172,802,204.38 ($67,457,446.88) $1,105,344,757.50
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ATTACHMENT C



 

   

INDIANAPOLIS (INDIANA) CONSOLIDATED JUSTICE FACILITY 

Draft - Assumes MMD "AA" Rating as of 11/24/14 plus 50 bps 

Sources & Uses 

 Dated 08/01/2015 |  Delivered 08/01/2015

Sources Of Funds 
Par Amount of Bonds $534,795,000.00

 
Total Sources $534,795,000.00

 
Uses Of Funds 
Costs of Issuance 10,695,900.00

Deposit to Debt Service Reserve Fund (DSRF) 29,674,197.50

Deposit to Capitalized Interest (CIF) Fund 54,323,798.96

Deposit to Project Construction Fund 440,100,000.00

Rounding Amount 1,103.54

 
Total Uses $534,795,000.00
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INDIANAPOLIS (INDIANA) CONSOLIDATED JUSTICE FACILITY 

Draft - Assumes MMD "AA" Rating as of 11/24/14 plus 50 bps 

Net Debt Service Schedule 

Date Principal Coupon Interest Total P+I CIF Net New D/S

07/01/2016 $17,073,193.96 $17,073,193.96 ($17,073,193.96)

07/01/2017 18,625,302.50 18,625,302.50 (18,625,302.50)

07/01/2018 18,625,302.50 18,625,302.50 (18,625,302.50)

07/01/2019 $11,045,000.00 1.800% 18,625,302.50 29,670,302.50 - $29,670,302.50

07/01/2020 11,245,000.00 2.100% 18,426,492.50 29,671,492.50 - 29,671,492.50

07/01/2021 11,480,000.00 2.400% 18,190,347.50 29,670,347.50 - 29,670,347.50

07/01/2022 11,755,000.00 2.600% 17,914,827.50 29,669,827.50 - 29,669,827.50

07/01/2023 12,065,000.00 2.750% 17,609,197.50 29,674,197.50 - 29,674,197.50

07/01/2024 12,395,000.00 2.900% 17,277,410.00 29,672,410.00 - 29,672,410.00

07/01/2025 12,755,000.00 3.000% 16,917,955.00 29,672,955.00 - 29,672,955.00

07/01/2026 13,135,000.00 3.100% 16,535,305.00 29,670,305.00 - 29,670,305.00

07/01/2027 13,545,000.00 3.200% 16,128,120.00 29,673,120.00 - 29,673,120.00

07/01/2028 13,975,000.00 3.250% 15,694,680.00 29,669,680.00 - 29,669,680.00

07/01/2029 14,430,000.00 3.300% 15,240,492.50 29,670,492.50 - 29,670,492.50

07/01/2030 14,905,000.00 3.350% 14,764,302.50 29,669,302.50 - 29,669,302.50

07/01/2031 15,405,000.00 3.400% 14,264,985.00 29,669,985.00 - 29,669,985.00

07/01/2032 15,930,000.00 3.450% 13,741,215.00 29,671,215.00 - 29,671,215.00

07/01/2033 16,480,000.00 3.500% 13,191,630.00 29,671,630.00 - 29,671,630.00

07/01/2034 17,055,000.00 3.550% 12,614,830.00 29,669,830.00 - 29,669,830.00

07/01/2035 17,660,000.00 3.600% 12,009,377.50 29,669,377.50 - 29,669,377.50

07/01/2036 18,300,000.00 3.650% 11,373,617.50 29,673,617.50 - 29,673,617.50

07/01/2037 18,965,000.00 3.700% 10,705,667.50 29,670,667.50 - 29,670,667.50

07/01/2038 19,670,000.00 3.700% 10,003,962.50 29,673,962.50 - 29,673,962.50

07/01/2039 20,395,000.00 3.750% 9,276,172.50 29,671,172.50 - 29,671,172.50

07/01/2040 21,160,000.00 3.750% 8,511,360.00 29,671,360.00 - 29,671,360.00

07/01/2041 21,955,000.00 3.800% 7,717,860.00 29,672,860.00 - 29,672,860.00

07/01/2042 22,790,000.00 3.800% 6,883,570.00 29,673,570.00 - 29,673,570.00

07/01/2043 23,655,000.00 3.850% 6,017,550.00 29,672,550.00 - 29,672,550.00

07/01/2044 24,565,000.00 3.850% 5,106,832.50 29,671,832.50 - 29,671,832.50

07/01/2045 25,510,000.00 3.850% 4,161,080.00 29,671,080.00 - 29,671,080.00

07/01/2046 26,490,000.00 3.850% 3,178,945.00 29,668,945.00 - 29,668,945.00

07/01/2047 27,510,000.00 3.850% 2,159,080.00 29,669,080.00 - 29,669,080.00

07/01/2048 28,570,000.00 3.850% 1,099,945.00 29,669,945.00 - 29,669,945.00

Total $534,795,000.00 $409,665,911.46 $944,460,911.46 ($54,323,798.96) $890,137,112.50
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ADDITIONAL POINTS AND CONCLUSION



CITY-COUNTY COUNCIL STAFF MCJC FINANCIAL ANALYSIS
-ADDITIONAL POINTS AND CONCLUSIONS -

Additional points on the City’s financial risk- The proposed PPA with WMB makes great

strides to be a comprehensive project delivery solution for the City and to transfer numerous risks from

the City. However, there are several other limited potential financial risks and liabilities that exist with the

proposed PPA with WMB that in favor of true transparency and full disclosure should not be ignored.

They are briefly noted as follows for the benefit of the Council’s inquiry and ultimate evaluation of the

PPA:

 Independent costs- WMB’s bid is limited only to the project scope identified in the City’s
Request for Proposals. It is crucial to note that the City’s RFP did not include several different
additional cost items that are highly likely, if not necessary, to occur if the PPA is approved.

o Law offices building. WMB’s bid does not include the cost for the anticipated “Law
Offices Building” that must be built on the proposed campus to house the Marion County
Prosecutor and Public Defender’s offices. This is an unknown, but definite future cost
that will result from approving the PPA with WMB. The actual annual cost and/or budget
impact of this cost have not been identified or even estimated. It is reasonable to assume
that if potential savings could pay for the full cost of this building, presumably it would
have remained part of the comprehensive project specifications and part of the City’s
RFP. But it did not.

o Moving costs. WMB’s bid does not include the cost to physically relocate the relevant
agencies to their new facilities. It similarly does not include any limited costs to “moth-
ball” the facilities being vacated. While likely significant, these are one-time independent
costs that must be funded, but that have not been identified or even estimated.

o New technology. WMB’s bid does not provide for any new technology costs over and
above the technology infrastructure and hardware currently being provided to the effected
agencies by ISA. If there are to be any information technology upgrades to the new
facility (such as video conferencing, electronic case filing, etc.) those upgrades would
likely be separately funded through ISA charge backs and would likely adversely affect
the budgets of the relevant agencies.

 Environmental risk/costs- One significant attribute of WMB’s bid is its innovative solutions to
attempt to mitigate the obvious environmental risks associated with building on a historically
well-documented industrial brownfield site. WMB’s PPA also includes terms wherein WMB
accepts responsibility for problems caused by known environmental problems at the site.
However, the City must obtain Pollution Liability Insurance coverage at the City’s costs to cover
bodily injury and/or property damage tort claims arising from the existence of hazardous
materials on the site – whether known or unknown – up to a coverage limit of $35M. The
Pollution Liability Insurance premium is a definite independent cost. The City also retains
responsibility for any liabilities or claims arising from “unknown” environmental characteristics
of the site. The City has performed Phase 1 and Phase 2 environmental studies, but those studies
cannot reasonably be relied upon to identify 100% of all potential environmental risks at a site.



The potential liability to the City for currently “unknown” environmental risks should not be
ignored as a potential independent cost to the City.

 Design and construction risk/costs- Another attribute of WMB’s bid is its incentive-based
mitigation of design and construction cost overruns by using a guaranteed construction price and
private Design-Build project delivery method. As with any Design-Build project, however, the
project is only 20-30% “designed” at the time the Design-Build contract is awarded, in this case
2-3 years before substantial completion of the project. As such, there still exists a risk for design
changes that could material alter the as-bid design specifications. While the WMB bid and design
specifications provide for significant design flexibility throughout project’s construction, there is
obviously a tipping point. The City will be responsible for additional construction costs stemming
from significant design changes at the City’s request that materially alter or conflict with the as-
bid project specifications (e.g. adding additional courtrooms).

 Administrative costs- The proposed PPA with WMB will require constant maintenance and
administration to ensure WMB’s performance and accountability throughout its entire 35 year
term to ensure. The PPA contemplates consistent communication between WMB and the City and
constant decision-making by the City relating to WMB’s operation of the new facilities. A new
administrative board will likely be necessary to administer the agreement with WMB. Staffing
and overhead for the new board will be a necessary independent cost that is not covered by
WMB’s bid.

 Political risk and financial costs thereof- While admittedly difficult to completely identify and
quantify, there are future political risks that could adversely affect the City’s financial position
and that should not be ignored. By the time the proposed project is complete and occupied, a new
City-County Council, a new Mayor, a new General Term of the Superior Court, and a new Sheriff
will have been elected (or will be soon to be elected almost immediately thereafter). The
City/County’s potential approval of the PPA with WMB is currently being predicated on
budgetary and operational commitments made in 2015 by stakeholders that will change. One
cannot ignore the risk that different future officials or governing bodies will be able to renege on
operational and budgetary commitments that have been pledged (without guarantee or legal
enforceability) in order afford availability payments to WMB. Similarly, many of the attributes
and cost mitigation in the PPA rely on the political will of City/County officials to enforce them.
For example, the City must be willing to stand up for and defend its rights to require deductions
for potentially poor service, even in the face of a potential conflict with WMB- an obviously
deep-pocketed and well-represented potential adversary. Otherwise, the City/County’s financial
position and the value of this project will suffer.



Conclusions

1. There exist significant budgetary shortfalls that will likely either require cuts to unrelated budget
obligations or additional new tax revenue to 100% fund the availability payments to WMB during
the first 10-11 years of the PPA term.

2. Council Staff has sought to achieve 110% coverage of the availability payments to WMB in order
to accommodate any significant failed assumptions in the City’s affordability analysis. Council
Staff has determined that such coverage and any resulting assurances are not possible without
substantial previously unidentified operational efficiencies, deep budget cuts, or additional new
tax revenue.

3. It is possible for the City to essentially replicate the proposed Justice Center project at a lower
cost to taxpayers through:

a. Public tax-exempt financing (including financing a guaranteed construction cost and
reasonable anticipated life-cycle capital costs),

b. A separately bid public Design-Build Agreement under I.C. 5-30 (that relies almost
entirely on the “bridging” work already performed by HOK & KPMG for the City) with
design and construction terms similar to those of the WMB PPA, and

c. A favorable and separately bid Operating and Maintenance agreement with terms similar
to those of the WMB PPA.

4. There exist several independent additional, but necessary (or highly likely) costs and/or variable
potential costs that will result from approval of the PPA with WMB that should be assessed and
considered as part of the total immediate and long-term costs of this project to Indianapolis
taxpayers.


